AEP Utility Unit
American Electric Power delivered outstanding results in 2007. The company's earnings, and your dividend, both increased. We had some notable regulatory successes.
And we made progress on projects, and proposed new ones, that will support our earnings growth while enhancing delivery of a very fundamental product to customers across our 11 states and beyond.
The people of AEP worked hard and, most importantly, safely during 2007 to provide reliable, affordable service to our customers. For the first time in a decade and only the second time in 37 years, no AEP employee lost his or her life while on the job.
We are confident that AEP is on the path to sustained growth, to the benefit of our investors and all stakeholders. Capital investment in our generation and energy delivery businesses will lead the way, supported by a regulatory strategy focused on meeting customer needs and providing solid returns to our shareholders.
Our planned capital projects will help meet growing customer demand while also encouraging energy efficiency. They will mitigate environmental risks and address concerns about global warming. And they will support the need for a more robust and reliable interstate energy transmission network. AEP's continued industry leadership in technological innovation will underpin these investments.
A strong balance sheet, stable credit profile, favorable dividend yield and diligent cost management will support our earnings strategy.
While factors beyond our control could affect our plans, we believe the path to sustained growth is before us. We are well on our way.
Outstanding 2007 Results, Favorable Prospects
Our earnings grew substantially last year. AEP's ongoing earnings totaled $3.00 per share in 2007, at the top of our earnings guidance range for the year and up a full 8.3 percent from $2.77 in 2006. As-reported earnings,
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Our planned capital projects will help meet growing customer demand while also encouraging energy efficiency.
Dear fellow shareholders:
American Electric Power In fact, in January we raised our ongoing earnings-pershare projections for this year. We forecast growth of 5 percent to 9 percent annually through the end of the decade. Our projected ongoing earnings per share are We forecast growth of 5 percent to 9 percent annually through the end of the decade. favorable step toward building the proposed 600-megawatt Turk Plant was a major victory for us. We were not as fortunate when a similar plant proposal was denied in Oklahoma, so we are exploring alternatives to meet the growing demand for electricity for our Public Service Company of Oklahoma (PSO) customers.
AEP is among the lowest-cost providers in the regions we serve, even with approval of higher rates in some jurisdictions. We increased rates by $352 million through regulatory activity in 2007 and already have secured $390 million of the $518 million in rate changes targeted for 2008.
We are striving to reduce the lag between when we invest capital and when that investment is factored into our rate base.
Pending legislation in Ohio that would change how the state's electric utility industry is regulated is of particular significance to us because Ohio accounts for nearly one-third of AEP's retail revenues. It will directly impact the ability of our Ohio utility units, Ohio Power Company and Columbus Southern Power Company, to recover generation costs after 2008.
The Route to Greater Sustainability
We are increasingly focused on sustainability while safely providing reliable, cost-effective service to customers and value to shareholders. AEP's second Corporate Sustainability Report, to be produced later this spring, will address our sustainability efforts in detail. It will be accessible at AEP.com. One of our most important financial goals is to maintain our current credit ratings. This keeps our financing costs low and improves our access to capital.
Another goal is to keep our debt ratio below 60 percent of total capitalization. Our debt on Dec. 31, 2007, accounted for 58.5 percent of total capitalization on a credit-adjusted basis. represents 68 percent of our total generating capacity.
The Road to Regulatory Success
We are one of the largest users of coal in the Western
Hemisphere.
Our emissions-reduction investments extend the life of our coal facilities and prevent the need to prematurely retire and replace thousands of megawatts of power plants, which would cause our customers' electricity prices to increase significantly.
But we still need a certain amount of new generation to meet growing demand. We built the 340-megawatt, natural gas-fired Harry D. Mattison Plant in Arkansas in record time last year. During 2008, we plan to complete construction of 340 megawatts of natural gas generation in Oklahoma and begin work on another 1,100 megawatts in Louisiana and Arkansas. We also will start construction on a partially completed natural gas plant of 580 megawatts in Ohio that we purchased last year.
This gas-fired generation will be used mainly when electricity demand is higher than average. Natural gas accounts for 23 percent of our generating capacity.
We remain committed to Integrated Gasification We are seeking regulatory approval to build a 629-megawatt Integrated Gasification Combined Cycle generating unit in West Virginia and another in Ohio.
Our emissions-reduction investments extend the life of our coal facilities. we agreed to additional environmental improvements at some of our coal-fired power plants.
R O A D M A P F O R A S E C U R E F U T U R E

Significant Wires Investment Planned
Transmission AEP has long recognized that a robust transmission system is critical to the reliability of the U.S. electricity grid, as well as to economic growth, national security and the efficiency of wholesale power markets. Our company was the first to develop 765-kilovolt (kV) extra-high voltage transmission. We intend to use that expertise and our existing 765-kV infrastructure to create future investment opportunities.
We are advancing development of a national interstate transmission system through several projects announced or launched with partners in recent months. Such a system requires regulatory policies that promote transmission investment -including policies for allocating and recovering the associated costs.
Our transmission business strategy calls for significant investment in AEP's service territory and formation of
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We intend to use our expertise in 765-kilovolt transmission, and our existing infrastructure, to create future investment opportunities. 
DisTriBUTion
Enhancements to AEP's electricity distribution system continue throughout our service territory as well.
We have developed an alliance with GE Energy on a multi-year plan to use advanced technologies to give customers more control over their energy usage and costs while improving system reliability. The gridSMART SM initiative will provide data to help us boost efficiency and reduce duration of customer outages.
We expect that Oklahoma regulators this year will consider whether to accelerate funding for PSO's conversion of certain overhead lines to underground service. The conversion, which was approved by the Oklahoma Corporation Commission to improve reliability, began in 2005 and already has provided substantial customer benefits.
Our employees and contractors deserve recognition for their efforts to restore service in the wake of Oklahoma's crippling ice storms in January and December last year.
Hundreds of thousands of PSO customers were affected. The board and I are very dedicated to expanding the experience base of our younger executives so that AEP can continue to serve our shareholders and provide our customers with cost-effective electricity well into the future.
The Path to Sustained Growth
We accomplished much in 2007, and we refined and expanded our blueprint for what we want to accomplish in the future. As always, our employees across 11 states have been "front and center" in making this happen, and they will continue to be.
The path to sustained growth will be challenging, but we believe it also will be very rewarding. We look forward to our customers, our employees and our other stakeholders -including you, our valued investors -sharing in the benefits of the path we are pursuing.
Let me close by saying that this is who we are: a company that relit Tulsa, Oklahoma, in record time; one whose employees saved a woman's life by rescuing her from a house fire; and one that supports and fosters sustainability and diversity. I'm proud of the responsibility of leading this fine company and am humbled by it. • Legislative activity in Ohio regarding the future regulatory framework.
Michael G. Morris
• Fuel cost volatility and fuel cost recovery, including related transportation issues.
• Wholesale market volatility.
• Plant availability.
• Weather.
Regulatory Activity
In 2008, our significant regulatory activities will include:
• Pursuing favorable resolutions of our pending base rate case in Indiana and E&R filings in Virginia, and improving cost recoveries in Oklahoma.
• Obtaining a successful legislative outcome regarding
Ohio's future regulatory framework.
• Seeking approval for our new generation projects in Ohio, Oklahoma, West Virginia, Virginia, Arkansas, Texas and Louisiana.
• Directing legal proceedings regarding appeals related to
Texas stranded cost recoveries.
• Seeking approval to construct transmission projects in ERCOT with appropriate incentives.
• Managing regulatory proceedings before the FERC seeking:
-proper regional and super-regional transmission rates in our eastern transmission zone, -favorable settlement of Seams Elimination Cost Allocation rates collected subject to refund and -approval to construct transmission projects in PJM with appropriate incentives.
We had a year of continued improvement and many accom- 
OUTLOOK FOR 2008
We remain focused on the fundamental earning power of our utilities and are committed to maintaining our credit quality in order to accomplish our strategy. To achieve our goals we plan to:
• Continue construction of more than 1,800 MW of additional new generation in Ohio, Arkansas, Louisiana and Oklahoma with commercial operation dates ranging from 2008 through 2012.
• Continue to pursue regulatory approval for our proposed IGCC plants in Ohio and West Virginia and move forward with the engineering and design of these plants.
• Aggressively seek needed rate increases by developing innovative rate-making approaches that obtain favorable resolutions to our numerous rate proceedings.
• Continue developing strong regulatory relationships through operating company interaction with the various regulatory bodies.
• Invest in transmission projects such as PATH, ETT, ETA and others to ensure competitive energy prices for electric consumers in and around congested areas.
• Maintain our strong financial condition and credit ratings.
• Control our operating and maintenance costs.
There are, nevertheless, certain risks and challenges that must be overcome, including: 
RESULTS OF OPERATIONS
While our Utility Operations segment remains our primary business segment, our two other segments include MEMCO Operations and Generation and Marketing.
Utility Operations:
• Generation of electricity for sale to U.S. retail and wholesale customers.
• Electricity transmission and distribution in the U.S.
MEMCO Operations:
• Barging operations that annually transport approximately 35 million tons of coal and dry bulk commodities primarily on the Ohio, Illinois and lower Mississippi rivers. Approximately 39% of the barging is for agricultural products, 30% for coal, 14% for steel and 17% for other commodities.
Generation and Marketing:
• Wind farms and marketing and risk management activities primarily in ERCOT. Texas retail electricity providers to Centrica).
MEMCO Operations
Our 
FINANCIAL CONDITION
We measure our financial condition by the strength of our balance sheet and the liquidity provided by our cash flows.
During 2007, we maintained our strong financial condition as reflected by the following actions and events:
• We maintained stable credit ratings across the AEP System, including our rated subsidiaries; however, in January 2008, certain of our subsidiaries were placed on negative outlook and one was downgraded one notch.
• We issued $2.6 billion of long-term debt primarily to fund our construction program and retire debt maturities.
Our ratio of debt to total capital increased, as planned, from 59.1% to 60.7% on a GAAP basis in 2007 due to increased borrowing to support our construction program. 
Condensed Consolidated Balance Sheets
Condensed Consolidated Statements of Cash Flows
Year Ended December 31 (In Millions)
Management's Report on Internal Control Over Financial Reporting
The management of American Electric Power Company, Inc. and subsidiary companies (AEP) is responsible for establishing and maintaining adequate internal control over financial reporting as such term is defined in Rule 13a-15 (f) and 15d-15(f) under the Securities Exchange Act of 1934, as amended. AEP's internal control system was designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles.
Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also projections of any evaluation of effectiveness to future periods are subject to the risk that controls may 
Report of Independent Registered Public Accounting Firm
To Beneficial Holders -(Stock held in a bank or brokerage account) -When you purchase stock and it is held for you by your broker, it is listed with the Company in the broker's name, and this is sometimes referred to as "street name" or a "beneficial owner." AEP does not know the identity of individual shareholders who hold their shares in this manner; we simply know that a broker holds a certain number of shares which may be for any number of customers. If you hold your stock in street name, you receive all dividend payments, annual reports and proxy materials through your broker. Therefore, questions about your account should be directed to your broker. Electric load and customer growth.
Internet Access to Your Account
Weather conditions, including storms.
Available sources and costs of, and transportation for, fuels and the creditworthiness and performance of fuel suppliers and transporters.
Availability of generating capacity and the performance of our generating plants.
Our ability to recover regulatory assets and stranded costs in connection with deregulation.
Our ability to recover increases in fuel and other energy costs through regulated or competitive electric rates.
Our ability to build or acquire generating capacity (including our ability to obtain any necessary regulatory approvals and permits) when needed at acceptable prices and terms and to recover those costs through applicable rate cases or competitive rates.
New legislation, litigation and government regulation including requirements for reduced emissions of sulfur, nitrogen, mercury, carbon, soot or particulate matter and other substances.
Timing and resolution of pending and future rate cases, negotiations and other regulatory decisions (including rate or other recovery of new investments in generation, distribution and transmission service and environmental compliance).
Resolution of litigation (including disputes arising from the bankruptcy of Enron Corp. and related matters).
Our ability to constrain operation and maintenance costs.
The economic climate and growth in our service territory and changes in market demand and demographic patterns.
Inflationary and interest rate trends.
Volatility in the financial markets, particularly developments affecting the availability of capital on reasonable terms and developments impairing our ability to refinance existing debt at attractive rates.
Our ability to develop and execute a strategy based on a view regarding prices of electricity, natural gas and other energyrelated commodities.
Changes in the creditworthiness of the counterparties with whom we have contractual arrangements, including participants in the energy trading market.
Actions of rating agencies, including changes in the ratings of debt.
Volatility and changes in markets for electricity, natural gas, coal, nuclear fuel and other energyrelated commodities.
Changes in utility regulation, including the potential for new legislation in Ohio and the allocation of costs within regional transmission organizations.
Accounting pronouncements periodically issued by accounting standard-setting bodies.
The impact of volatility in the capital markets on the value of the investments held by our pension, other postretirement benefit plans and nuclear decommissioning trust.
Prices for power that we generate and sell at wholesale.
Changes in technology, particularly with respect to new, developing or alternative sources of generation.
Other risks and unforeseen events, including wars, the effects of terrorism (including increased security costs), embargoes and other catastrophic events.
The registrants expressly disclaim any obligation to update any forward-looking information.
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AEP AT A GLANCE
American Electric Power is one of the largest electric utilities in the United States, delivering electricity to more than 5 million customers in 11 states. AEP ranks among the nation's largest generators of electricity, owning nearly 38,000 megawatts of generating capacity in the U.S. AEP also owns the nation's largest electricity transmission system, a nearly 39,000-mile network that includes more 765-kilovolt extra-high voltage transmission lines than all other U.S. transmission systems combined.
The company owns approximately 213,000 miles of overhead and underground distribution lines.
AEP controls more than 8,400 rail cars, more than 2,650 barges and 52 towboats; operates a coal-handling terminal with 20 million tons of capacity; and consumes approximately 76 million tons of coal annually. 
